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CHAPTER II
THE UNITED NATIONS GLOBAL COMPACT AND THE
ASIAN WAY TO INTEGRATE THE 10 PRINCIPLES
INTO BUSINESS PRACTICES
1.  Introduction
Launched in July 2000, the United Nations Global Compact is both a policy platform
and a practical framework for companies that are committed to sustainability and responsible
business practices.  The Global Compact is a strategic policy initiative for businesses that
are committed to aligning their operations and strategies with ten universally accepted
principles  in  the  areas  of  human  rights,  labour,  environment  and  anti-corruption.   The
Global Compact has gained great attraction around the world, helping it to become the
largest global corporate citizenship initiative with 6,985 signatories – 5,206 from business
and 1,779 from civil society and other non-business organizations – based in over 135
countries.
50 Approximately 800 business signatories are from Asia.
The Global Compact’s ten principles in the areas of human rights, labour, environment
and  anti-corruption  enjoy  universal  consensus  and  are  derived  from  four  main  global
agreements:
• The Universal Declaration of Human Rights;
• The International Labour Organization’s Declaration on Fundamental Principles
and Rights at Work;
• The Rio Declaration on Environment and Development; and,
• The United Nations Convention Against Corruption.
The Global Compact, endorsed by business executives, is a unique strategic platform
for participants to advance their commitments to sustainability and corporate citizenship.
Structured as a public-private initiative, the Global Compact is also a policy framework for
the development, implementation, and disclosure of sustainability principles and practices,
while also offering participants a wide spectrum of specialized work streams, management
tools  and  resources,  and  topical  programmes  and  projects.    It  was  designed  to  help
advance sustainable business models and markets in order to contribute to the initiative’s
overarching mission of helping to build a more sustainable and inclusive global economy.
The Global Compact seeks to combine the best properties of the United Nations, such as
moral authority and convening power, with the private sector’s solution-finding strengths,
and the expertise and capacities of a range of key stakeholders.  The initiative is global
and  local;  private  and  public;  voluntary  yet  accountable.    The  Global  Compact  has
a unique constellation of participants and stakeholders – bringing companies together with
government, civil society, labour, the United Nations, and other key interests.
50 As of 30 June 2009.  http://www.unglobalcompact.org/NewsAndEvents/UNGC_bulletin/2009_07_
01.html26
The Global Compact invites companies to embrace, support and enact, within their
sphere of influence, a set of core values in the four key areas of human rights, labour
standards, the environment, and anti-corruption, classified into 10 principles:
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• Principle  1:    Businesses  should  support  and  respect  the  protection  of
internationally proclaimed human rights.
• Principle 2:  Businesses should make sure that they are not complicit in human
rights abuses. 
• Principle 3:  Businesses should uphold the freedom of association and the
effective recognition of the right to collective bargaining.
• Principle 4:  Businesses should uphold the elimination of all forms of forced
and compulsory labour.
• Principle 5:  Businesses should uphold the effective abolition of child labour.
• Principle  6:    Businesses  should  uphold  the  elimination  of  discrimination  in
respect of employment and occupation. 
• Principle  7:    Businesses  should  support  a  precautionary  approach  to
environmental challenges.
• Principle  8:    Businesses  should  undertake  initiatives  to  promote  greater
environmental responsibility.
• Principle 9:  Businesses should encourage the development and diffusion of
environmentally friendly technologies.   
• Principle 10:  Businesses should work against corruption in all its forms, including
extortion and bribery. 
These  principles  are  not  just  ideals.   They  can  be  practically  implemented  and
produce numerous benefits which any business can glean.  This chapter seeks to provide
the meaning, significance and practical implication of each principle.  These principles can
be applied in real life with real experience.  Therefore, for each principle, some cases are
provided to exemplify how successful Asian businesses manage CSR according to the
Global Compact principles and subsequently reap the benefits of practicing the principles.
A full account of each case is provided in the annex.
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51 Key explanation of each principle is mainly summarized from the United Nations Global Compact
website.    For  full  details  of  each  principles  and  related  documents,  please  visit  http://www.unglo
balcompact.org/AboutTheGC/TheTenPrinciples/index.html
52 All the cases summarized in this publication are drawn from case studies write-ups compiled by
Global  Compact  Local  Networks  for  the  Investors  for  Development  (I4D)  project  of  ESCAP.    The
information has been provided by the companies and Dr. Richard Welford of CSR Asia has provided
a desk-top review of the cases.  However, no third party verification of the cases has been performed.
In line with this, the information and opinion expressed in the case study accounts should not be
considered as representing the views or carrying the endorsement of ESCAP or its member governments.
Mention of company names and commercial products does not imply the endorsement of the United
Nations.  ESCAP does not guarantee the accuracy of the data included in the cases and accepts no
responsibility whatsoever for any consequence of their use.27
2.  Human rights
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Principle 1:  Businesses should support and respect the protection of internationally
proclaimed human rights
Based  on  this  principle,  the  business  community  has  a  responsibility  to  uphold
human rights both in the workplace and more broadly within its sphere of influence.  A
growing moral imperative to behave responsibly is allied to the recognition that a good
human  rights  record  can  support  improved  business  performance  in  terms  of  human
capital development.  As a minimum, business should strive to ensure that its operations
are consistent with the legal principles applicable in the country of operation.  Lawsuits
against multinationals for poor practice outside their country of origin are a growing trend.
Business practices according to this principle will be benefited in many ways, for
example:
• Promoting the rule of law:  Businesses have an opportunity to promote and
raise standards in countries where support and enforcement of human rights
issues is insufficient.  Societies where human rights are respected are more
stable and provide a better environment for business.
• Addressing consumer concerns:  Consumers are increasingly aware of where
their  goods  come  from  and  the  conditions  under  which  they  are  made.   A
proactive approach to human rights can avoid problems and thus reduce the
potentially negative impacts of adverse publicity from consumer organizations
and interest groups.
• Supply chain management:  Global sourcing and manufacturing means that
companies need to be fully aware of potential human rights issues both upstream
and downstream.  Promoting good practice in human rights will allow business
to select appropriate business partners.
• Increasing  worker  productivity  and  retention:    Workers  who  are  treated
with dignity and given fair and just remuneration for their work are more likely
to be productive and remain loyal to an employer.  New recruits increasingly
consider the social and environmental record of companies when making their
choice of employer.
• Building  good  community  relationships:    Companies  that  operate  on
a global basis are visible to a large audience worldwide as a result of advances
in communications technologies.  Addressing human rights issues positively
can bring rewards both at site level, within local communities, as well as in the
broader global commons in which companies operate. 
53 Explanation of each principle is mainly drawn from the official United Nations Global Compact
website.  See details in http://www.unglobalcompact.org/AboutTheGC/TheTenPrinciples/index.html28
A key starting point is for individuals within companies to develop an understanding
of the issues, for example by making reference to the Universal Declaration of Human
Rights  in  company  policies.    Companies  also  need  to  ensure  that  they  are  respecting
existing  national  laws  in  the  countries  where  they  operate.    Equally  important  is  that
respect for human rights is embedded in the core values and culture of the organization.
The most effective human rights policies have often been developed and implemented
following input from and consultation with relevant stakeholder groups.
Some ideas for bringing human rights into company policy are by:
• developing a company policy and strategy to support human rights;
• developing a health and safety management system;
• providing staff training on human rights issues and how they are affected by
business;
• providing staff training on internal company policies as they relate to human
rights;
• performing human rights impact assessments of business activities and reviewing
them regularly;
• set procedures for regular independent monitoring and verification of compliance
with its commitment to uphold human rights standards;
• discussing human rights impacts with affected groups;
• working to improve working conditions in consultation with the workers and
their representatives;
• make use of various certification programmes; and
• ensure that regional or international trade agreements actively support, or at
least do not have negative implications for, human rights.
Some examples of how companies can support and respect human rights through
their daily activities are:
(a) In the workplace:
• by providing safe and healthy working conditions,
• by guaranteeing freedom of association,
• by ensuring non-discrimination in personnel practices,
• by ensuring that they do not use directly or indirectly forced labour or child
labour, and
• by providing access to basic health, education and housing for the workers
and their families, if these are not provided elsewhere.
(b) in the community:
• by preventing the forcible displacement of individuals, groups or communities,
• by working to protect the economic livelihood of local communities, and29
• by contributing to the public debate.  Companies interact with all levels of
government in the countries where they operate.  They therefore have the
right and responsibility to express their views on matters that affect their
operations, employees, customers and the communities of which they are
a part.
Kelani Valley Plantations PLC in Sri Lanka is a member of the Global Compact
Local Network and has been successful in putting this principle into practice.  This case
shows that responsible practice is not only good for society, it is good for the company as
well.
Kelani Valley Plantations PLC, Sri Lanka
Kelani Valley Plantations PLC (KVPL) owns and manages 13,000 hectars of plantation
land in Sri Lanka, annually producing approximately 7,000 tons of tea and 4,000 tons of
rubber.  KVPL has 15,000 employees and a resident population of about 55,000 within its
boundaries.  KVPL recorded a turnover of US$30 million in 2008.  It forms part of Hayleys
PLC.
The plantation industry is highly labour intensive and is often staffed by descendants
of indentured workers from Southern India, initially brought over by British plantation owners.
As an immigrant minority group they were compelled to lead an isolated existence, totally
dependent on the then plantation owners for all their requirements.  As part of its commitment
to the United Nations Global Compact, KVPL has a responsibility to uphold human rights
both in the workplace and more broadly within its sphere of influence.  A focus on core
human rights ensures that a company provides workers with a safe and secure livelihood
enabling an enhanced quality of life.  KVPL thus has made CSR a key part of its brand.
Their core programme is called “A Home for Every Plantation Worker”.  This unique programme
supports  and  respects  the  protection  of  internationally  proclaimed  human  rights  and  is
designed to primarily focus on enhancing the quality of life for their worker community with
the intention of addressing areas that have a direct bearing on their workers’ lifestyle.  The
programme also aims to empower their plantation workers and provide them with a means
of self improvement and self development, rather than constantly relying on their employer
for assistance.
“A  Home  for  Every  Plantation  Worker”  addresses  many  aspects  of  a  plantation
worker’s human rights.  The programme has four key parts.  First, the Living Environment
aspect assists with building and refurbishing good quality housing.  Second, the Health and
Nutrition assists with pre-school child support and medical facilities through preventive and
curative  health  care,  maternal  care,  immunization,  and  child  growth  and  development
programmes.  Third, the Community Capacity Building focus provides nursery and preschool
facilities, recreation facilities, and skill/social development projects.  Last, the Empowerment
of Youth sector monitors child development, guiding education, and providing vocational
training.
KVPL’s strategy is to compel the consumer to recognize and purchase ethically produced
goods, preferably at a premium, thus enabling the company to support and sustain further
human rights initiatives in the future.  KVPL has seen its clients and associates become30
convinced of the value of the company’s initiatives and subsequently motivated to become
partners in specific programmes.  As a result, the programme has given the company an
edge in product branding and the uniqueness of these initiatives has enabled the company
to benchmark many of the associated practices.  Recognition of the value of these initiatives
by other agencies, such as suppliers and clients, has given the company a preferential
status.
From a human resource perspective, the usefulness of the initiatives for employees
has  assisted  in  worker  retention.    The  initiative  also  provides  a  foundation  for  a  more
interactive dialogue between management and employees and a means for consolidating
relationships between both parties.  The company acknowledges that the employees perceive
a  greater  transparency  in  the  management’s  intentions  through  their  engagement.    In
addition,  the  programme  has  attracted  much  attention  extended  to  the  community  from
outside the plantation, which has enabled the company to build better relationships with the
community in general.  Its success has led to collaborative welfare programmes in association
with other like-minded organizations with the benefits flowing directly to plantation residents.
These benchmark initiatives have provided KVPL with a platform for launching niche products
guaranteed  by  genuine  ethical  labelling.    Such  initiatives  have  also  introduced  a  new
dimension to KVPL’s relationships with stakeholders.
Source: Kelani Valley Plantations (please refer to footnote 107 in annex)
Principle 2:  Businesses should make sure that they are not complicit in human
rights abuses
“Complicity”  might  be  a  difficult  concept  to  appreciate  and  categorize,  and
understanding complicity in order to avoid complicity in human rights violations, represents
an important challenge for business.  The participation of the company need not actually
cause  the  abuse.   Rather,  the  company’s  assistance  or  encouragement  has  to  be  to
a degree that, without such participation, the abuses most probably would not have occurred
to the same extent or in the same way.
Accusations of complicity can arise in a number of contexts, for example:
• Direct  complicity  occurs  when  a  company  actively  assists  in  an  abuse  of
human rights committed by others.  An example of this is in the case where
a company assists in the forced relocation of peoples in circumstances related
to business activity.
• Beneficial complicity suggests that a company benefits directly from human
rights abuses committed by someone else.  For example, violations committed
by  security  forces  including  the  suppression  of  a  peaceful  protest  against
business activities or the use of repressive measures while guarding company
facilities, are often cited in this context.
• Silent complicity describes the way some human rights advocates might see
the failure by a company to raise the question of systematic or continuous31
human rights violations in its interactions with the appropriate authorities.  For
example, inaction or acceptance by companies of systematic discrimination in
employment law against particular groups on the grounds of ethnicity or gender
could bring accusations of silent complicity.
An  effective  human  rights  policy  will  help  companies  avoid  being  implicated  in
human  rights  violations  and  attacked  by  global  media  or  civil  society  groups.    Some
companies have been able to develop new tools or business initiatives in the process of
implementing this principle that are exceptionally contributive to business success.  Wilmar
International’s experience in Indonesia illustrates this type of success.
Wilmar International, Indonesia
Wilmar International is headquartered in Singapore with a primary focus on Indonesia,
Malaysia, China, India and Europe.  The company is among the world’s leaders in palm oil
cultivation, refining edible oils, crushing oilseeds, processing and merchandising consumer
pack edible oils, specialty fats, bio-diesel manufacturing, and processing and merchandising
grains.    Wilmar  is  committed  to  establishing  progressive  and  sustainable  communities
wherever it operates.  Its philosophy is that business success can only be achieved when
local communities grow in tandem with its own growth.  However, Wilmar’s recent experiences
in  Indonesia  highlighted  areas  where  such  policies  required  major  changes  in  their
implementation to safeguard the protection of human rights.
In 2007, Wilmar was challenged by a group of international and grassroots NGOs,
representing  communities  objecting  to  Wilmar’s  plantation  development  in  Kalimantan,
Indonesia.  At the time, Wilmar operated in compliance with Indonesian legislation, and had
obtained the relevant legal permits.  Despite this, Wilmar found itself involved in a community
land conflict caused in part by unclear land permits and a lack of legal frameworks protecting
customary and indigenous rights in Indonesia.  This conflict affected the company’s reputation
with  customers  and  reduced  investor  confidence.    Because  of  this  experience,  Wilmar
realized it needed a more proactive approach, which would prevent further accusations of
complicity  in  land  conflicts  and  human  rights  abuses.   The  company  developed  a  new
approach for doing business based on a multi-stakeholder process involving NGOs, lenders
and extensive consultation with affected communities.  This new approach ensures that
customary and indigenous rights are always respected, and that communities are empowered
to give their Free, Prior and Informed Consent (FPIC) to development.
Wilmar has strengthened its procedures to ensure that it does not inadvertently contribute
to  the  disenfranchisement  of  indigenous  populations,  or  breach  customary  rights.    The
company has developed a number of policies and procedures to ensure that that all mutual
agreements with communities and individuals in Indonesia are clearly defined, documented
and legally established, thus demonstrating clear evidence of long-term land use rights for
its land.  The approach is as follows:
• Wilmar’s policy is to not develop palm oil in areas where local communities are
not supportive, are divided or where they dispute development.  This is done
through the use of the FPIC framework for all new developments.32
• Implementation of FPIC is secured through negotiations directly with individual
landowners, local community landowners and local community leaders.
• The entire FPIC process is witnessed by local officials and documented by Wilmar.
• The company pays statutory compensation to local community leaders for existing
crops, together with a full notarization of agreements documenting ownership of
land rights.
• In areas where the company’s presence is welcome and communities are happy
with the benefits it may bring, Wilmar continues to play an active role in enhancing
socio-economic development, especially through employment schemes.
• Aside from monetary compensation, Wilmar also offers employment opportunities
that enable villagers to earn a long term income.
• In cases where local occupants are unwilling to allow their land to be used, the
land is delineated as social enclaves for community use.
In cases where there are existing conflicts, Wilmar uses a similar approach, based on
the Free and Informed Consent (albeit Post rather than Prior).  The company’s Land Claims
Resolution System encompasses an inclusive multi-stakeholder approach, working closely
with local civil society organizations.  Wilmar has found the FPIC framework useful and has
helped to provide guidance for other companies operating in land-based industries, and in
areas  where  customary  and  indigenous  rights  are  not  fully  reflected  in  national  legal
frameworks.   Although  the  FPIC  framework  should  ideally  be  used  to  prevent  conflicts
through prior consent, Wilmar’s experience shows that the framework can also be helpful in
resolving existing conflicts and enhancing community trust.
Source: Wilmar International (please refer to footnote 107 in annex)
Companies may wish to consider the following issues when assessing its practices
against this principle:
• Has the company made human rights assessment of the situation in countries
where it does, or intends to do, business so as to identify the risk of involvement
in human rights abuses and the company’s potential impact on the situation?
• Does  the  company  have  explicit  policies  that  protect  the  human  rights  of
workers in its direct employment and throughout its supply chain?
• Has the company established a monitoring system to ensure that its human
rights policies are being implemented?
• Does the company have an explicit policy to ensure that its security arrangements
do not contribute to human rights violations? This applies whether it provides
its own security, contracts it to others or in the case where security is supplied
by the State.
• Does  the  company  actively  engage  in  open  dialogue  with  human-rights
organizations?33
With respect to this last issue it is suggested that businesses shall:
• respect international guidelines and standards for the use of force (such as the
United Nations Basic Principles on the Use of Force and Firearms by Law
Enforcement  Officials  and  the  United  Nations  Code  of  Conduct  for  Law
Enforcement Officials);
• if financial or material support is provided to security forces, establish clear
safeguards to ensure that these are not then used to violate human rights; and
make clear in any agreements with security forces that the business will not
condone any violation of international human rights laws;
• privately and publicly condemn systematic and continuous human rights abuses;
• continually consult within and outside the company with relevant stakeholders
during both pre-investment and post-investment stages;
• raise awareness within the company of known human rights issues within the
company’s sphere of influence;
• identify those functions within the firm that are most at risk of becoming linked
to human rights abuses, possibly even at the pre-investment/project exploration
and planning stage, and where there might be opportunities to advance human
rights;
• conduct a human rights impact assessment consisting of an analysis of the
functions  of  a  proposed  investment  and  the  possible  human  rights  impacts
(intended and unintended) they may have on the community or region; and
• identify internal ‘functional risks’ in the post-investment situations.  This may
involve looking at such functions as purchasing, logistics, government relations,
human resource management, HSE (health, safety and environment), sales
and marketing.
3.  Labour standards
Principle 3:  Businesses should uphold the freedom of association and the effective
recognition of the right to collective bargaining
Establishing genuine dialogue with freely chosen workers’ representatives enables
both workers and employers to understand each other’s problems better and find ways to
resolve them.  Security of representation is also a foundation for building trust on both
sides.  Freedom of association and the exercise of collective bargaining provide opportunities
for constructive rather than confrontational dialogue, and this harnesses energy to focus
on solutions that result in benefits to the enterprise, its stakeholders, and society at large.
The guarantee of representation through a “voice at work” facilitates local responses to
a globalized economy, and serves as a basis for sustainable growth and secure investment
returns.    The  results  help  bridge  the  widening  representational  gap  in  global  work
arrangements, and facilitate the input of those people, regions and economic sectors –34
especially women and informal sector workers – who otherwise may be excluded from
participating in processes that build decent work environments.
Freedom of association and collective bargaining involve employers and workers
and  their  respective  organizations  freely  discussing  issues  at  work  in  order  to  reach
agreements.  Collective bargaining requires independent parties and thus representative
organizations of workers (including trade unions).  In order to function, trade unions require
respect for various internationally recognized civil and political liberties including freedom
of speech and assembly, freedom from arbitrary arrest and the right to be free of government
interference, for instance.
The United Nations Global Compact does not suggest that employers change their
industrial  relations  frameworks.    However,  as  organizations  such  as  the  International
Organization  of  Employers  have  indicated,  some  ‘high  performance’  companies  have
recognized the value of using dialogue and negotiation to achieve competitive outcomes.
There are numerous initiatives companies can undertake to practice this third principle:
In the workplace
• Ensure that all workers are able to form and join a trade union of their choice
without fear of intimidation or reprisal.
• Ensure union-neutral policies and procedures that do not discriminate against
individuals  because  of  their  views  on  trade  unions  or  for  their  trade  union
activities.   Such policies or procedures could include applications for employment;
record keeping or decisions on advancement, dismissal or transfer.  
• A company should not interfere with the activities of worker representatives
while they carry out their functions in ways that are not disruptive to regular
company operations.  Practices such as allowing the collection of union dues
on  company  premises,  posting  of  trade  union  notices,  distribution  of  union
documents,  and  provision  of  office  space,  have  proven  to  help  build  good
relations between management and workers, provided that they are not used
as a way for the company to exercise indirect control.
At the bargaining table
• Recognize representative organizations for the purpose of collective bargaining.
• Use  collective  bargaining  as  a  constructive  forum  for  addressing  working
conditions  and  terms  of  employment  and  relations  between  employers  and
workers, or their respective organizations.
• Address any problem-solving or preventive need within the imagination and
interests of workers and management, including restructuring and training needs,
redundancy  procedures,  safety  and  health  issues,  grievance  and  dispute
settlement procedures, disciplinary rules, and family and community welfare.
• Provide information needed for meaningful bargaining.35
• Balance dealings with the most representative trade union to ensure the viability
of smaller organizations to continue to represent their members.
In the community of operation
• In countries where the government does not promote respect for human rights
(including rights at work) or does not provide a proper legal and institutional
framework  for  industrial  relations  and  collective  bargaining,  preserve  the
confidentiality of the trade unions and leaders.
• Support  the  establishment  and  functioning  of  local/national  employers’
organizations, and trade unions.
• Inform the local community, media and public authorities of your company’s
endorsement of the United Nations Global Compact and its intention to respect
its provisions, including those on fundamental workers’ rights.
Although this principle may challenge conventional thought of many executives and
raise concerns over business stability once giving employees more freedom and a bargaining
platform, the experience of the China Ocean Shipping (Group) Company (COSCO) confirms
that this principle can be practically implemented with extensive benefits to company.  This
new approach to human resource management, which highlights the role of workers in
creating a more sustainable enterprise, has been clearly observed in the case of COSCO.
China Ocean Shipping (Group) Company, China
China Ocean Shipping (Group) Company (COSCO) is a large global enterprise group
focusing on international shipping, modern logistics, building and repairing ships, and integrating
functions such as terminal management, shipping agency, trade, finance, IT and labour
services.  With an acknowledged worldwide leading position, COSCO Group is China’s
largest international shipping, logistics, ship-building and ship-repairing enterprise group.
COSCO  owns  and  controls  over  800  modern  merchant  vessels  with  a  total  tonnage  of
51  million  deadweight  tons  and,  by  the  end  of  2007,  an  annual  carrying  capacity  of
400  million  tons.    COSCO  Group’s  shipping  lines  cover  over  1,500  ports  in  more  than
160 countries and regions worldwide, and its fleet size ranks first in China and second in
the world.
Based on requirements regarding crew employment and management in the Regulations
for  Seafarers  and  the  Labour  Contract  Law,  COSCO  Group  has  formulated  its  Human
Resources  Management  Procedures,  Safety  Risk  Management  Procedures,  Employees
Brochure, and the Collection of Organization and Human Resources Working System, all of
which define policies related to employee recruitment, management, and employment, as
well as occupational health, labour safety and welfare.  These regulations provide a solid
policy base and system for the construction of a harmonious COSCO Group.
The group has established and improved articles of association for labour unions,
along with organizing collective, democratic negotiations and encouraging communication
and  exchanges  between  employees’  representatives  and  members  of  top  management36
within the company.  It set up a female employees’ committee as well as other organizations
to protect legal rights and interests of female staff, which ensures the physical and psychological
health of women.  Trade unions at all levels of COSCO Group protect the legal rights and
interests of employees.  They have mobilized and organized employees to participate in
discussions  relating  to  production,  operations,  management  and  reform.   The  collective
bargaining approach has been centred on democratic decision-making.
In 2007, the contents of the Collective Contract of COSCO Group were negotiated
through  employee  representation  which  led  to  new  contracts  that  further  improved  the
construction of the system and the mechanism for coordinating labour relations and protecting
the legal rights and interests of employees.
Each year, production and operation objectives are submitted to employee representative
conventions for discussion and review.  This, in turn, leads to the development of employee
action plans.  Through such a mechanism COSCO believes that it is able to enhance the
transparency of its enterprise affairs.  These mechanisms play an active role in creating an
open, accountable and just work environment, mobilizing employees’ commitment, enhancing
the stability of working teams, and improving the quality of decision-making.
Based on the engaging approach of its human resource management, COSCO workers
are better protected, feel more involved in the organization and are consequently more
productive and loyal.  With the objectives of ensuring the occupational health and safety of
employees and creating harmonious labour relations, the COSCO Group has put in place
a long-term human resource development strategy to encourage innovation, improve its
management and establish an effective and respectful enterprise.
Source: COSCO (please refer to footnote 107 in annex)
Principle 4:  Businesses should uphold the elimination of all forms of forced and
compulsory labour
Forced  or  compulsory  labour  is  any  work  or  service  that  is  extracted  from  any
person under the menace of any penalty, and for which that person has not offered him/
herself voluntarily.  Providing wages or other compensation to a worker does not necessarily
indicate that the labour is not forced or compulsory.  By right, labour should be freely given
and employees should be free to leave in accordance with established rules.
Forced labour deprives societies of the opportunity to develop human resources for
the  modern  labour  market,  and  to  develop  skills  and  educate  children  for  the  labour
markets  of  tomorrow.    The  debilitating  consequences  of  forced  labour  are  felt  by  the
individual, in particular by children, as well as by the economy itself since the degradation
of human capital and social stability results in insecure investments.  By retarding the
proper development of human resources, forced labour lowers the level of productivity and
economic growth for society generally.  The loss of income due to disruption of regular
jobs or income-generating activities reduces the lifetime earnings of whole families and
with it, the loss of food, shelter, and health care.37
Forced and compulsory labour can take a number of forms:
• Slavery;
• bonded labour or debt bondage in which both adults and children are obliged
to work in slave-like conditions to repay debts of their own or their parents or
relatives;
• child labour in particularly abusive conditions where the child has no choice
about whether to work;
• the work or service of prisoners if they are hired to or placed at the disposal of
private individuals, companies or associations involuntarily and without supervision
of public authorities;
• labour for development purposes required by the authorities, for instance to
assist in construction, agriculture, and other public works;
• work required in order to punish opinion or expression of views ideologically
opposed to the established political, social or economic system;
• exploitative practices such as forced overtime or the lodging of deposits (financial
or personal documents) for employment;
• physical or psychological violence as a means of keeping someone in forced
labour (direct or as a threat against worker, family, or close associates);
• full or partial restrictions on freedom of movement;
• withholding and non-payment of wages (linked to manipulated debt payments,
exploitation, and other forms of extortion);
• induced  indebtedness  (by  falsification  of  accounts,  charging  inflated  prices,
reduced  value  of  goods  or  services  produced,  excessive  interest  charges,
etc.); and
• threats to denounce to the authorities workers in an irregular situation.
While companies operating legally do not normally employ such practices, forced
labour can become associated with enterprises through their use of contractors and suppliers.
As a result, all companies should be aware of the forms and causes of forced labour, as
well as how it might occur in different industries.  Understanding the causes of forced
labour is therefore the first step towards taking action against forced labour, which requires
a comprehensive set of interventions to address not only the needs of individual forced
labourers but also the needs of their families.  If forced labour is identified then these
individuals should be removed and facilities and services should be provided to enable
them to make adequate alternatives.  In general, a combination of workplace and community
actions is needed to help ensure the eradication of forced labour practices, which include:
In the workplace
• have a clear policy not to use, be accomplice in, or benefit from forced labour;
• ensure that all company officials have full understanding of what forced labour
is;38
• be aware of countries, regions, industries, sectors, or economic activities where
forced labour is more likely to be a practice;
• make available to all employees, employment contracts stating the terms and
conditions  of  service,  the  voluntary  nature  of  employment,  the  freedom  to
leave (including the appropriate procedures) and any penalties that may be
associated with a departure or cessation of work;
• in planning and conducting business operations, ensure that workers in debt
bondage or in other forms of forced labour are not engaged and, where found,
provide for the removal of such workers from the workplace with adequate
services and provision of viable alternatives in the community of operation;
• institute policies and procedures to prohibit the requirement that workers lodge
financial deposits with the company;
• if hiring prisoners for work in or outside prisons is needed, ensure that their
terms and conditions of work are similar to those of a free employment relationship
in the sector involved, and that they have given their consent to working for
a private employer;
• ensure that large scale development operations in which an employer participates
do not rely on forced labour in any phase;
• carefully monitor supply chains and subcontracting arrangements;
• write employment contracts in languages easily understood by workers, indicating
the scope of and procedures for leaving the job.
In the community of operation
• assist in the development of guidelines by sectoral industrial associations and
small or medium enterprises where debt bondage or such practices are known
to be commonplace;
• support  and  help  design  education,  vocational  training,  and  counselling
programmes for children removed from situations of forced labour;
• help  develop  skills  training  and  income-generating  alternatives,  including
micro-credit financing programmes, for adults removed from situations of forced
labour;
• encourage supplementary health and nutrition programmes for workers removed
from dangerous forced labour, and provide medical care to assist those affected
by occupational diseases and malnutrition as a result of their involuntary work;
• where use is made of prison labour, ensure that the terms and conditions of
work are beneficial to the prisoners (particularly with regard to occupational
health  and  safety),  and  that  they  have  given  consent  to  work  for  a  private
employer.39
Bangladesh relies on a heavily labour intensive economy as it enjoys the benefit of
relatively cheap labour costs that attracts foreign brands in outsourcing their products.
This has become one of the major sources of revenue for the country.  The Viyellatex case
demonstrates that there is an opportunity to make profits and provide worthwhile and well
remunerated work without the need for forced labour or other forms of exploitation.
Viyellatex, Bangladesh
Viyellatex is an export oriented knit garment manufacturer which was established in
1996.    It  is  the  single  largest  ISO  certified  knit  garment  company  in  Bangladesh.   The
company’s mission statement is, “We want to take Viyellatex to the highest level of excellence
in the textile and apparel world.”  Currently, the group has 72 sewing lines for knit garments
and 28 lines for woven garments with a capacity of 2.2 million and 0.5 million pieces per
month, respectively.  More than 11,000 people are working in the Viyellatex group (60 per
cent female, 40 per cent male).
Viyellatex recognized the need for good labour practices by setting its standards well
above  the  prevailing  industry  standards.    Its  management  focuses  on  having  a  strong
foundation of corporate governance, and emphasizes the need for policies and systems
covering  health  and  safety,  human  resource  management,  non-discrimination,  accurate
payment of wages and, in particular, the principle of upholding the elimination of all forms of
forced and compulsory labour.  The company has a clear policy stating:  “Viyellatex shall
execute its activity with the highest regard to integrity for all employees, and shall treat
each of them equally with self-esteem and proper admiration, and shall not engage in any
activity that forces its human resources to work against their will.”
There  are  many  different  aspects  to  forced  labour,  which  are  addressed  in  nearly
every company policy, including working hours, discrimination, child labour, and remuneration.
The Human Resource and Compliance Department manages any problems associated with
forced labour.  There are numerous examples of human resource practices to ensure that
the company does not engage in any form of forced or compulsory labour.  These include:
• Every worker is provided with appropriate documents/contracts of their employment
which is clearly stated and easily understood by the individual.
• Viyellatex has introduced a new minimum pay scale which is 20 per cent higher
than the government’s existing minimum pay structure.
• Salaries are paid within seven working days of the next month, as per national
law, and there are no incidents of late or withheld payments.
• The company does not provide its employees with any sort of loans that might
force workers to remain with the company.  If employees need financial assistance,
they  are  provided  a  reasonable  amount  of  assistance  from  the  welfare  fund
which is non-refundable.
• Workers are also provided with benefits of a provident fund, free lunch, maternity
leave for female workers (including a free ultrasound), free medical treatment on
a bi-weekly basis and annual free eye clinic (including surgery and medicine) for40
both themselves and their families, so that family health problems do not cause
them to work against their will.
• A  worker  can  leave  his/her  respective  job  by  simply  giving  two  months  prior
notice  (as  per  local  labour  law),  giving  the  company  adequate  time  to  fill  the
vacancy with another skilled-worker, and retiring workers are not to be ill treated
in this regard.
• Boxes for complaints and suggestions are provided in every toilet and washroom
for employees to express any grievance or give suggestions.
• With an appropriate timetable and register book, the company also monitors the
working hours of its workers and has stated that management cannot force or
penalize any worker who fails to complete his/her daily quoted target.
• Regular training programmes for workers are arranged to educate them about
their rights in the workplace, along with policies and procedures to help maintain
a  healthy  and  productive  workplace.    In  this  regard,  the  company  works  with
different  development  agencies,  NGOs,  and  CSOs,  and  has  earned  a  good
reputation for so doing.
Viyellatex  is  the  only  Fair  Trade  accredited  textile  and  apparel  business  (yarn  to
garment) in Bangladesh and is also certified to produce organic products under the “Global
Organic Textile Standards-GOTS” and Organic Exchange.  They have been recognized by
a number of external agencies for their economic, social and environmental contributions.
More  broadly  the  company  has  been  able  to  demonstrate  that  it  is  possible  to  run
a successful business without any forms of forced labour.  This has significant benefits to
society as people are provided with access to income to support their families and communities.
Source: Viyellatex (please refer to footnote 107 in annex)
Principle 5:  Businesses should uphold the effective abolition of child labour
Child labour is work that is damaging to a child’s physical, social, mental, psychological
and spiritual development because it is work performed at too early an age.  Child labour
deprives children of their childhood and their dignity.  They are deprived of an education
and may be separated from their families.  Children who do not complete their primary
education are likely to remain illiterate and never acquire the skills needed to get a job and
contribute to the development of a modern economy.  Consequently child labour results in 
under-skilled,  unqualified  workers  and  jeopardizes  future  improvements  of  skills  in  the
workforce.  In fact, children have the same human rights as adults, but by virtue of their
age and the fact that they are still growing and gaining knowledge and experience, children
have  some  distinct  rights  as  children.    These  rights  include  protection  from  economic
exploitation and work that may be dangerous to their health or morals and that may hinder
their development or impede their access to education.
ILO conventions (Minimum Age Convention No. 138 and the Worst Forms of Child
Labour Convention No. 182) provide the framework for national law to prescribe a minimum
age for admission to employment or work that must not be less than the age for completing41
compulsory schooling, and in any case not less than 15 years.  Lower ages are permitted
for transitional periods – generally in countries where economic and educational facilities
are less well-developed the minimum age is 14 years and 13 years for ‘light work’.  On the
other hand the minimum age for hazardous work is higher at 18 years.
Table 1:  Minimum ages for work
Developed countries Developing countries
Light Work 13 Years Light Work 12 Years
Regular Work 15 Years Regular Work 14 Years
Hazardous Work 18 Years Hazardous Work 18 Years
Source: ILO, Minimum Age Convention No. 138 and the Worst Forms of Child Labour Convention
No. 182
Developing an awareness and understanding of the causes and consequences of
child labour is the first step that a company can take toward action against child labour.
This means it first has to identify the issues and determine whether or not child labour is
a problem within the business.  If an occurrence of child labour is identified, the children
need to be removed from the workplace and provided with viable alternatives.  These
measures often include enrolling the children in schools and offering income-generating
alternatives  for  the  parents  or  above-working  age  members  of  the  family.    Companies
need to be aware that, without support, children may be forced into worse circumstances
such as prostitution, and that, in some instances where children are the sole providers of
income, their immediate removal from work may exacerbate rather than relieve the hardship.
A case of the Central Azucarera Don Pedro (CADP) Group Corporation provides
a good example of successful business engagement with this principle.  The company was
conferred  with  the  “Child  Friendly  Company”  award  on  May  2008  by  the  Employers’
Confederation of the Philippines.  Their success has helped to build its reputation and
strengthen the trusting relationship among customers, communities and other stakeholders.
Central Azucarera Don Pedro (CADP) Group Corporation, Philippines
CADP Group Corporation is one of the largest sugar corporations in the Philippines.
Established in 1918 and strategically situated in Luzon and Visayas, it is the biggest raw
sugar producer and the second biggest refiner in the Philippines, producing 19 per cent and
20 per cent of national production, respectively.  In 2008, sales amounted to 6,077,312,000
pesos (approximately US$126 million).  CADP owns and operates sugar milling facilities
and  refineries.    The  company  adheres  to  the  principle  of  not  employing  minors  (under
18 years old), as stipulated in the labour code of Philippines law.
At sugarcane farms in the Philippines, there has always been an issue of sugarcane
cutters bringing their children to work with them.  Although CADP does not maintain any
sugarcane farms itself, they police their farms by asking for the birth certificate and other
documents to verify the ages of all workers.  To help manage problems associated with42
child labour, the company also participates in a programme that addresses the problem of
child labour in the sugar industry.  The programme was established by the International
Labour Organization in cooperation with the Employers Confederations of the Philippines
and the Sugar Industry Foundation Inc.  (SIFI).
The root cause of child labour is poverty and therefore it is not enough to simply ban
children  from  farms.    There  needs  to  be  alternatives  for  children  and,  in  particular,  an
encouragement and financial support to encourage children to attend school.  As part of the
company’s  commitment  to  its  corporate  social  responsibility,  a  particular  emphasis  has
therefore been put on providing programmes and services that improve the living conditions
and health of families in the community where CADP operates.  In addition to CADP’s
regular educational assistance programme, the company has formed a partnership with the
Education Research Development Agency Foundation and SIFI to provide scholarships and
financial assistance for pre-school, elementary, high school and college students.  It has
also  supported  several  feeding  programmes  for  under-nourished  children  and  supports
nutrition classes for mothers.  The company also conducts workshops on maternal and
child health, family planning and the rights of children.  Career orientation programmes and
leadership training are also provided for senior high school students.
All of these activities were carried out by CADP’s Community Development Department.
This department is responsible for planning and designing programmes in consultation with
the local community.  The company sees it as vitally important to get the support of local
communities.  In some cases local communities have even planned their own health and
education programmes and presented to them to the Community Development Department
for  possible  support  and  assistance.    CADP  has  learned  that  programmes  supporting
children must be actively managed, and that it is not enough to simply provide financial
assistance.  Active management of the programmes increases the success rate, as the
CADP employs community development specialists that are assigned in the community to
work closely with the organizations delivering programmes.
The ownership of the programmes that CADP supports is given to the community.
They  must  take  ownership  for  their  successful  implementation.    But,  monitoring  and
measurement is central to ensuring that programmes are successful and result in a reduction
of child labour, an improvement in school attendance and improved health for children and
their mothers.  To make any social programme sustainable, CADP has set up systems in
the community that monitor programmes based on key performance indicators.
Engaging with the issue of child labour and contributing to the health and welfare of
the wider community creates a better relationship with local stakeholders and has helped to
develop  the  company’s  reputation  as  being  a  responsible  business  that  addresses  the
needs of communities wherever it operates.  CADP recognises that child labour poses risks
to its reputation and also stresses the need to take a community-wide approach to tackling
the root causes of child labour.  CADP’s experience has led to its philosophy that it can only
tackle child labour by taking a holistic approach to tackling poverty, enhancing health and
providing educational opportunities for the whole community.  This approach has demonstrated
the company’s real commitment to dealing with child labour and has increased trust among
the company’s stakeholders.
Source: Central Azucarera Don Pedro (CADP) Group (please refer to footnote 107 in
annex)43
In action, business must be aware of countries, regions, sectors, economic activities
where there is a greater likelihood of child labour and respond accordingly with policies
and procedures appropriate to:
• adhere to minimum age provisions of national labour laws and regulations and,
where national law is insufficient, take account of international standards;
• use  adequate  and  verifiable  mechanisms  for  age  verification  in  recruitment
procedures;
• when children below the legal working age are found in the workplace, take
measures that provide for their removal and seek viable alternatives with other
partners for the children and their families;
• exercise influence on and provide positive incentives for subcontractors, suppliers
and other business affiliates to combat child labour in the spirit of ILO’s principles
concerning child labour;
• develop and implement mechanisms to detect child labour;
• where wages are not determined collectively or by minimum wage regulation,
take measures to ensure that wages paid to adults take into account the needs
of workers and their families as well as the cost of living;
• assist in the development of guidelines consistent with the objectives of Principle
5  by sectoral industrial associations and small to medium-sized enterprises;
• support  and  help  design  educational,  vocational  training,  and  counselling
programmes  for  working  children,  and  skills  training  for  parents  of  working
children; and
• encourage  and  assist  in  launching  supplementary  health  and  nutrition
programmes for children removed from dangerous work, and provide medical
care to cure children of occupational diseases and malnutrition.
Companies involved with global supply chains and contractors in developing countries
are playing an increasing role in tackling child labour along these supply chains.  The case
of Brandix Lanka Limited illustrates an example how a company within a global supply
chain adopted “zero” child labour as a key factor in establishing business partnerships in
North American and European markets.  The continuous commitment to high ethical standards
has helped Brandix attract and maintain buyer relationships.
Brandix Lanka Ltd., Sri Lanka
Brandix Lanka Limited (Brandix) is one of Sri Lanka’s largest exporters of apparel and
a provider to some of the world’s leading apparel brands.  Brandix has made a commitment
to  ensure  that  its  business  decisions  will  balance  economic  progress,  whilst  driving
a culture of sustainable development through a consciousness for the environment and the
community.    In  the  manufacturing  industry,  particularly  in  South  Asia,  child  labour  is
a critical, regional issue.  Sri Lankan communities place a high priority on abolishing child44
labour and Brandix, as one of the biggest manufacturers in Sri Lanka, has taken a lead in
supporting this objective.
The Brandix Board of Directors decided to implement a policy to abolish child labour,
and  has  since  been  able  to  achieve  “zero”  child  labour  by  setting  a  minimum  age  for
recruitment.  Initially the minimum was set at 16 years, adhering to the minimum statutory
age for employment in the apparel sector, and was subsequently raised to 18 years, with
the provision that persons between 16 and 18 could be recruited under special conditions,
such  as  apprenticeships.    For  those  employees,  Brandix  operates  a  special  system  to
develop their skills and improve their quality of life.  This has led to further initiatives in
support of educational programmes in Sri Lanka.
The  company  has  also  incorporated  into  their  Code  of  Conduct  actions  such  as
conducting risk assessments to identify current and potential child labour in their suppliers’
and sub-contractors’ workplaces.  However, the company recognizes that child labour has
not  been  completely  eliminated  and  has  taken  steps  to  initiate  programmes  to  ensure
compulsory education for children who are found to be employed in the workplace.  It is
also supporting the development of schools and educational programmes to help provide
real alternatives to work.  It also supports career development for youth, making sure that
they are aware of their options and not forced into abusive working conditions.  Education
programmes and schools have developed as a way of minimizing the possibility of children
entering the workforce.  Every Brandix factory takes ownership in developing at least one
school per year.  In recent years Brandix has supported more than 40 schools by developing
facilities, providing aid to train teachers and helping to develop special educational programmes.
As Brandix is now in compliance with all of its Code of Conduct elements, the company
has begun to implement several pilot projects in order to identify better criteria that can
further meet the needs of their CSR policies.  Such projects include further development of
schools; an Ethical Trading Initiative (ETI) pilot project, a tripartite audit methodology to
ensure that companies are adhering to ETI standards; coordinating with the GAP (a global
fashion company) in SA8000 implementation at manufacturer levels; and working with the
NGO Garments Without Guilt.
With regard to its human resources, the company has learned that it has been able to
attract and retain capable employees which has led to significant cost reductions in resources
needed to spend on training staff.  There are minimal interruptions to the manufacturing
process because of its highly satisfied workforce, and they have successfully won the trust
of their employees and their family members.  It has also contributed to a harassment free
working environment for current employees, and includes special supplemental programmes
for children and siblings of Brandix employees.
From a business perspective, the abolition of child labour is a key factor in establishing
business partnerships in North American and European markets.  Brandix has managed to
develop a reputation as an ethical company by its customers, employees, various communities,
NGOs, trade unions, and the Sri Lankan government.  The efforts to abolish child labour
are  well-recognized  and  have  helped  Brandix  in  conducting  business  and  developing
partnerships  with  many  international  buyers  such  as  the  GAP,  Marks  &  Spencer,  and
Tommy Hilfiger.
Source: Brandix Lanka Ltd.  (please refer footnote 107 in annex)45
Principle 6:  Businesses should uphold the elimination of discrimination in respect
of employment and occupation
Discrimination in employment and occupation means treating people differently or
less favourably because of characteristics that are not related to their merit or the inherent
requirements of the job.  These characteristics commonly include:  race, colour, sex, religion,
political opinion, national extraction, social origin, age, disability, HIV/AIDS status, trade
union membership, and sexual orientation.  However, Principle 6 allows companies to look
at  additional  grounds  where  discrimination  in  employment  and  occupation  may  arise.
Discrimination can arise in a variety of work-related activities, such as:
• Recruitment;
• Remuneration;
• hours of work and rest, paid holidays;
• maternity protection;
• security of tenure;
• job assignments;
• performance assessment and advancement;
• training and opportunities;
• job prospects;
• social security; and
• occupational safety and health.
Non-discrimination means simply that employees are treated on the basis of their
ability to do the job and that there is no distinction, exclusion or preference made on other
grounds.  Employees who experience discrimination at work are denied opportunities and
have their basic human rights infringed.  This affects the individual concerned and negatively
influences the greater contribution that they might make to society.
From a business point of view, discrimination is an issue that should be of concern
to all businesses because discriminatory practices in employment and occupation restrict
the available pool of workers and skills, as well as leading to slow economic growth for
society as a whole.  The lack of a climate of tolerance results in missed opportunities for
development of skills and infrastructure to strengthen competitiveness in the global economy.
Finally, discrimination isolates an employer from the wider community and can damage
a company’s reputation, potentially affecting profits and stock value. 
Therefore, companies should develop and promote an equal opportunity policy that
applies qualification, skill and experience as the grounds for managing their employees by
putting in place specific activities to address the question of discrimination and eliminate it
within the workplace by some of the following examples:46
• institute company policies and procedures which make qualifications, skill and
experience the basis for the recruitment, placement, training and advancement
of staff at all levels;
• assign responsibility for equal employment issues at a high level, issue clear
company-wide policy and procedures to guide equal employment practices,
and link career advancement to desired performance in this area;
• establish programmes to promote access to skills development training and to
particular occupations;
• work on a case by case basis to evaluate whether a distinction is an inherent
requirement of a job, and avoid systematic applications of job requirements in
a way that would systematically disadvantage certain groups;
• keep up-to-date records on recruitment, training and promotion that provide
a transparent view of opportunities for employees and their progression within
the organization;
• where discrimination is identified, develop grievance procedures to address
complaints, handle appeals and provide recourse for employees;
• be aware of formal structures and informal cultural issues that can prevent
employees from raising concerns and grievances;
• provide staff training on disability awareness and reasonably adjust the physical
environment to ensure health and safety for employees, customers and other
visitors with disabilities.
Outside the workplace companies also have a role to play in eliminating discrimination,
for example by encouraging and supporting efforts in the community to build a climate of
tolerance  and  equal  access  to  opportunities  for  occupational  development.    In  foreign
operations,  companies  may  need  to  accommodate  cultural  traditions  and  work  with
representatives  of  workers  and  governmental  authorities  to  ensure  equal  access  to
employment by women and minorities.
The case of SS Steel (Private) Limited is provided to showcase the achievement of
a company that adopted a non-discrimination policy on gender and successfully integrated
the practice of non-discrimination with respect to gender into the company’s policies.
SS Steel (Pvt) Ltd., Bangladesh
SS Steel (Pvt) Ltd., started 26 years ago, is located in the heart of the oldest industrial
region in Dhaka, Bangladesh.  In its beginning stage, business was dedicated solely to
producing reinforcement-bars from small rolling mills.  Today SS Steel has expanded its
capability in every aspect of the production spectrum while narrowing its product focus to
become a specialty production mill.  The entire process from melting mild steel scrap in
induction furnaces to producing the end product of reinforced bars at the rolling mills is
conducted in the company’s facilities.47
Steel  factories  generally  require  extensive  heavy  work  that  is  relatively  tough  for
workers.  Workers in steel factories often work lesser hours than required in other types of
industries and are paid higher than others.  But, the foremost challenge is that this type of
work requires a great deal of muscular strength to work, and thus men are more able to
handle the work than women.  SS Steel has addressed the issue of discrimination on the
subject of employment of men and women in the steel factory.
Ms.  Kazi  Sarazeen,  Director  of  Operations,  first  identified  the  issue  of  gender
discrimination inside the work premises.  She, being the only female member of management,
thought to maintain an equitable ratio among workers with respect to gender.  But the main
difficulty  was  to  find  ways  to  engage  female  workers  into  the  heavy  work  of  a  steel
manufacturing plant.  She came up with the idea of employing female workers in supporting
areas.  Now she is able to maintain a ratio of 60:40 male to female workers.
While men are usually responsible for the work of carrying heavy metal and steel into
the manufacturing process, women work in making infrastructure for iron sheets, cooking
free lunches provided to employees twice a day, separating scrap disposals, cleaning, and
other light work.  But, male workers are paid higher than female workers as they perform
core  tasks  and  female  workers  perform  supplementary  tasks.    Female  workers  tend  to
accept this since most are family counterparts of male workers and income goes to their
family.  Workers are provided with subsidies to shift their homes nearby the factory premises
and get free medical treatment for both themselves and their families.  Management ensures
that all benefits are provided equally and fairly to all workers, and there is no trace of direct
discrimination, indirect discrimination, victimization or harassment.
The practice of non-discrimination with respect to gender has provided SS Steel with
a  productive  and  satisfied  workforce  where  many  family  members  often  work  together
enhancing household incomes.  In most cases, men and women of the same family earn
and work together while staying nearby the factory.  The next step for the company will be
to develop a clearly stated policy against discrimination.  SS Steel has demonstrated that
women  play  a  very  valuable  role  in  the  workforce  and  can  contribute  significantly  to
a successful, business that promotes equal opportunities.  It demonstrates to society at
large that women can play an important role in a workplace that also supports the family
unit.
Source: SS Steel (Pvt) Ltd.  (please refer footnote 107 in annex)
4.  The environment
Principle 7:  Businesses should support a precautionary approach to environmental
challenges
Precaution  involves  the  systematic  application  of  risk  assessment  (hazard
identification,  hazard  characterization,  appraisal  of  exposure  and  risk  characterization),
risk management and risk communication.  When there is reasonable suspicion of harm
and  decision  makers  need  to  apply  precaution,  they  have  to  consider  the  degree  of
uncertainty that appears from scientific evaluation.  Deciding on the “acceptable” level of48
risk involves not only scientific-technological evaluation and economic cost-benefit analysis,
but also political considerations such as acceptability to the public.
The key element of a precautionary approach, from a business perspective, is the
idea of prevention rather than cure.  In other words, it is more cost-effective to take early
action to ensure that irreversible environmental damage does not occur.  Issues for the
company  to  deal  with  under  this  approach  include  providing  better  information  to  the
consumer, communicating potential risk for the consumer, the public or the environment.  It
also includes obtaining prior approval before certain products, deemed to be potentially
hazardous may be placed on the market.
Steps that the company could take in the application of this approach include the
following:
• Develop  a  code  of  conduct  or  practice  for  its  operations  and  products  that
confirms commitment to care for health and the environment.
• Develop a company guideline on the consistent application of the approach
throughout the company.
• Create a managerial committee or steering group that oversees the company
application of precaution, in particular risk management in sensitive issue areas.
• Establish two-way communication with stakeholders, in a pro-active, early stage
and transparent manner, to ensure effective communication of information about
uncertainties and potential risks and to deal with related enquiries and complaints.
Use mechanisms such as multi-stakeholder meetings, workshop discussions,
focus groups, public polls combined with use of website and printed media.
• Support scientific research, including independent and public research, on the
issue involved, working with national and international institutions concerned.
• Join industry-wide collaborative efforts to share knowledge and deal with issues,
in particular production processes and products around which a high level of
uncertainty, potential harm and sensitivity exist.
The case of Toppan Printing Co., Ltd., a high quality printed materials provider,
exemplify the way how a company can exercise this precautionary principle by implementing
in-house  control  standards  that  go  beyond  compliance  to  government  regulations.    By
formulating such stringent standards and undertaking relevant measures, Toppan is not
only able to reduce environmental burden, prevent pollution, and comply with the law, but
to comply with its own high values of corporate social responsibility.  Moreover, by supporting
the precautionary principle Toppan hopes to gain the confidence and trust of the community
and its customers, especially with regards to the management of chemicals and protection
of the environment.  In effect, this could potentially lead to the expansion of business
opportunities.49
Toppan Printing Co., Ltd., Japan
Toppan  Printing  Co.,  Ltd.  is  a  leading  provider  of  high  quality  printed  materials  in
Japan.  The company is taking responsibility for its actions that have social and environmental
impacts based on belief that the company can only further its growth by working in harmony
with society and the global environment.  Toppan’s main activities in relation to the precautionary
principle involve the management of its chemical solution storage tanks and the prevention
of leakages that could harm the environment.  The precautionary approach is best embedded
into an organization through a management system that deals with environmental risks.
This directly links to a risk assessment and audit process.
Toppan’s  comprehensive  risk  management  system  is  based  on  the  principles  of
‘prevention’ and ‘emergency response’.  The company has embedded this into a system
with a clear organizational structure and has established clear-cut lines of responsibility for
risk  management  which  are  organized  on  a  divisional  basis  and  overseen  by  related
departments at the head office.  This allows for more rapid and efficient communication of
information.  In addition, Toppan has made its internal auditing and risk management office
independent from administrative departments and continuously works on enhancing and
strengthening the auditing system.
Toppan has worked closely with external auditors, industry associations and its own
customers on pollution prevention measures and standards.  Through holding briefings and
other educative and informative events, Toppan has also obtained the understanding and
cooperation  of  its  business  partners.    In  regard  to  environmental  compliance,  Toppan
implements  in-house  environmental  risk  audits,  performs  on-site  checks,  and  conducts
interviews with staff.  For domestic production sites in Japan, these checks are performed
once a year.  For sites overseas, they are conducted once every two years.  Additional
reviews are conducted for operational sites where deemed as necessary.  As a result, these
actions help Toppan obtain a pre-emptive prevention of accidents and problems.  On an
annual  basis  risk  investigations  are  carried  out  and  countermeasures  implemented  in
cooperation between the head office, different departments in charge and Toppan’s operational
sites.  Results of the investigation and progress on countermeasures are reported to the
management.
Toppan has implemented in-house control standards that go beyond compliance to
government regulations.  Depending on the items specified by the regulations, it operates
with voluntary standard values that are 50 to 90 per cent stricter than the legal requirements.
Preventive measures have, for example, been applied to prevent water and soil pollution,
especially when dealing with the leakage of fluids from chemical solution storage tanks.  In
the event of spillage, oil fences, sandbags, and other safeguards are used to contain the
chemical  solvents.    In  addition,  frequent  in-house  checks,  periodic  checks  by  external
parties, introduction of an alarm system for leaks, and the implementation of emergency
response trainings have been adopted by the company to further ensure the prevention of
environmental damages before they occur.  Groundwater monitoring is an equally important
part of the company’s strategy on pollution prevention, as is the reduction of chemicals
used.  More specifically, production processes have been improved through the design of
wastewater treatment facilities, which help to reduce overall water consumption and effluent
discharge.50
Through its promotion of environmentally responsible and conscious activities, Toppan
is able to gain a number of competitive advantages.  It essentially secures the trust of its
increasingly demanding customers through the improvement of the company’s environmental
risk management structure and its promotion of environmentally friendly products.  That
way, Toppan can maintain its reputation and receive recognition for its efforts.  Setting up
initiatives that align with the precautionary approach ultimately helps the company to gain
cost  savings,  though  the  introduction  of  strict  standards  and  new  equipment  is  usually
related to high investment cost.
Source: Toppan Printing Co., Ltd.  (please refer footnote 107 in annex)
Principle 8:  Businesses should undertake initiatives to promote greater environmental
responsibility
Environmental responsibility is especially the case for those companies that either
rely on natural resources and a healthy environment and/or have a major impact on the
environment, due to the nature of their production activities or the products and services
that they produce.  This includes companies and business associations with interests in
energy,  water,  agri-business,  forestry,  fisheries,  life  sciences,  mining,  infrastructure,
construction, transportation, waste management, chemicals, travel and tourism.  At the
same time, financial and professional services companies, especially in banking, insurance,
fund  management,  auditing  and  accounting,  and  information  technology  and  media
companies,  have  a  crucial  influence  on  promoting  more  sustainable  production  and
consumption patterns.
There are sound business arguments for companies to be proactively engaged in
debate  and  action  on  environmental  management  and  protection.    These  include  the
potential for cost savings, more efficient production processes, product and service innovation,
access to new markets, improved risk management, better stakeholder relations and having
a ‘seat at the table’ in policy dialogues on the appropriate mix of regulatory frameworks.
DiGi Telecommunications Sdn. Bhd. (DiGi) is an example of a company that recognizes
the potential benefits of environmentally sustainable practices and has seriously undertaken
a strong commitment to address them both within and without the company.
54 RM1 equals US$0.2823 based on http://www.cimbbank.com.my as of 10 August 2009.
DiGi Telecommunications Sdn. Bhd. (DiGi), Malaysia
DiGi  is  Malaysia’s  fastest  growing  mobile  operator  with  a  subscriber  base  of
7.1  million  customers  and  revenues  of  approximately  RM4.8  billion  (approximately
US$1.36  billion).
54    DiGi  has  recognized  that  the  ICT  industry  is  considered  a  major
producer of carbon dioxide (CO
2) emissions.  In response, and in view of the expected
increase in carbon emissions due to expansions of its business, DiGi decided to address its
own impact on the environment by setting itself a challenge to halve its CO
2 emissions by51
2012 from the estimated level of 130,000 tons.  To achieve this, the company will invests
between RM50 million (US$14 million) and RM100 million (US$28 million) between 2008
and 2011.
DiGi launched its Deep Green Initiative in 2008 to address the company’s impact on
climate change, with the longer term vision of embedding sustainability into the business
itself.  The company is taking measures to address climate change by managing energy
consumption and looking for more energy efficient ways to halve its carbon emissions to
meet its target.  To make this initiative successful, DiGi recognized that it must address the
issue internally within all aspects of the business.  The challenge was to ensure all 2,500
employees were aware and had the opportunity to be involved.  The company launched
a three week internal awareness programme throughout all of its offices in East and West
Malaysia.  The internal programme was first aimed at educating employees about climate
change and showing them how they could contribute as individuals to address the issue.
DiGi also wanted to make them aware of the ambitions the company had set and how it
was a company-wide initiative in which each of them had a role to play as members of
DiGi.  This has been extended to include car pooling and office waste reduction through
recycling and reuse.
Certain areas of the business were clearly targeted to ensure energy reduction and
efficiency:  namely the mobile network, IT operations, transportation and buildings.  But in
order for an initiative such as this to be successful at a company level, it was recognized
that all divisions had to be involved and contribute.  Therefore, while key energy effective
initiatives  came  from  the  Technology  and  Facilities  Management  Divisions,  the  Human
Resources and Finance Divisions were also involved to ensure that employee engagement
as well as codes of conduct for suppliers and vendors was implemented.  The Commercial
Division was active in offering suitable product choices to customers, as well as ensuring
external commercial activities were environmentally sound.  Quarterly targets have been
set and reporting and monitoring mechanisms have been put in place to track progress.
Any initiative for critical organizational change requires leadership support and Chief
Executive Officer of DiGi has made himself the owner of the Deep Green Initiative.  The
support  and  buy-in  of  the  DiGi  Management  Team,  the  senior  leadership,  who  directly
report to the CEO is also important.  In addition, a cross divisional team was also established.
They were charged with determining plans and subsequent actions each division had to do
to contribute to the achievement of the goals set, as well as to lead initiatives to influence
the  mindset  and  behaviour  changes  among  DiGi’s  stakeholders.    Fourteen  climate
representatives drive respective division’s/team’s contributions to the overall Deep Green
Initiative.  A four-person Corporate Responsibility Team spends 50 per cent of its time in
coordinating and managing the Deep Green Initiative.
Externally, DiGi has activated innovative solutions to reduce its shared climate impact
through  interactions  with  external  stakeholders  including  customers,  suppliers  and  the
community.  The plans involved getting local NGO’s to help with environmental initiatives.
DiGi also sought assistance from energy advisors and business partners.  An expansion of
the  project,  Deep  Green  NOW  (Nurturing  Our  World),  is  an  outreach  initiative  to  bring
greater awareness and understanding of climate changes to local communities and society.
It focuses on educating and engaging young Malaysians in conservation and the protection52
of natural resources.  The Mangrove Treasures of Kuala Selangor is the first such project,
which aims to build greater awareness of the vital protective properties of the Kuala Selangor
mangrove belt and the unique ability of these carbon forests to store CO
2.
To date, DiGi has been on target to meet its medium and longer term objectives.  By
early 2009 it had reduced electricity consumption by 13.7 GWh, which converts to a CO
2
reduction of 7,159 tons.  Eighty per cent of employees surveyed indicated a better awareness
of the company’s commitment to address climate change.
Source: DiGi Telecommunications Sdn. Bhd. (please refer footnote 107 in annex)
55 Nelson, Jane and Prescott, Dave. (2003).  Business and the Millennium Development Goals:  A
framework for action.
The role and responsibilities of companies in ensuring environmental sustainability
will  vary  from  industry  to  industry,  issue  to  issue,  and  geography  to  geography.    Most
companies, however, will be able to undertake actions in the following broad areas:
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a) Understand and manage the company’s direct environmental impacts
Business should comply with regulations and voluntary industry standards where
they exist.  It is necessary to ensure that company environmental policies at the local level
are aligned with national targets and international standards by carrying out environmental
impact and risk assessments.  Furthermore, companies can make investments in eco-
efficiency, cleaner production processes, pollution prevention, and product life cycle analysis
and so on including risk, cost and process management strategies.  Share environmental
management systems and transfer environmentally sound technologies along supply chains
and with business partners.
Coca-Cola (Thailand) is a strong case to illustrate how a company has successfully
managed  its  internal  operations  and  been  able  to  work  in  partnership  with  external
stakeholders to champion this principle of United Nations Global Compact.
Coca-Cola (Thailand) Ltd., Thailand
In 2007, Coca-Cola Company became the first international corporation to set a goal
“to return to communities and to nature an amount of water equivalent to what we use in all
of our [products] and their production.” This means reducing the amount of water used to
produce beverages, recycling water used for manufacturing processes so it can be returned
safely to the environment, and replenishing water in communities and nature through locally
relevant projects.
RAKNAM (means Love Water), initiated in Thailand in 2008, is an integrated partnership
programme between Coca-Cola and its bottling partners, Ministry of Education, Ministry of
Public Health, National Council on Social Welfare of Thailand, the Hydro and Agro Informatics53
Institute (HAII), Office of the Royal Projects Board, Population and Community Development
Association (PCDA), Royal Irrigation Department (RID), The Thai Red Cross Society, and
WWF-Thailand.
The  aim  of  the  programme  is  to  drive  public  awareness,  education  and  action  on
sustainable water resource management in Thailand and to benefit hundreds of thousands
of  people  across Thailand.   The  integrated  programme  covers  four  core  areas:    “Plant
performance”, “Watershed protection”, “Community water initiatives” and “Awareness and
action”.    Through  innovative  water  saving  programmes  and  water  conservation  teams,
Coca-Cola has successfully improved its water-use ratio by an average of six per cent over
the past four years.  All seven Coca-Cola bottling plants in Thailand treat wastewater so
stringently that the water can be returned to nature at a level that supports marine life.  The
programme  is  helping  to  protect  a  number  of  local  watersheds  in  Thailand,  preserving
precious ecosystems and improving the standard of life for surrounding communities through
a wide range of initiatives carried out throughout the country.
It is also bringing a sustainable supply of clean water to communities in water-stressed
areas, while educating communities on water resource management to strengthen effectiveness
and sustainability.  The Coca-Cola Foundation Thailand is working with the PCDA and the
Ministry of Public Health to install three new water treatment and water pipeline systems
and 60 rainwater storage tanks in eight districts of Khon Kaen province, bringing a long-
term supply of clean water to over 30,000 villagers in 5,450 households.  The Foundation is
also working with the Medical Services Centre of Khon Kaen under the Ministry of Public
Health  to  run  training  courses  on  water  quality  testing,  water  management  and  water
treatment  for  the  villagers.   The  Foundation  is  also  providing  seed  funding  to  help  the
village committee maintain the water systems and keep it sustainable.
An integral part of the RAKNAM programme focuses on driving awareness and action
in the wider community about water challenges thus empowering and aiding communities
to develop locally relevant water resource management solutions.  These initiatives cater to
adults and young people and include educational outreach programmes creating nationwide
networks to share knowledge and best practice on water management.  Since 2007, for
example, The Coca-Cola Foundation Thailand has been the title sponsor of the Thailand
Community Water Challenge, a nationwide competition to recognize and promote excellence
in community water management.  In July 2008, raknam.com was launched as the first
website  in  Thailand  dedicated  to  driving  awareness,  educational  activities  and  active
participation among young people on water resource management.  The website features
interactive lessons, e-learning modules and a series of educational episodes in a “web TV”
format.
Assisting local communities in the conservation of their natural resources serves to
improve the reputation of the Coca-Cola system among local and international stakeholders.
Investing in water projects thus not only brings sustainability benefits, but also helps the
system to maintain good relations amongst local communities and other important stakeholders.
A long-term multisectoral partnership movement on water resource management was created,
linking government partners, international and local NGOs, educational institutes and thousands
of local communities towards a common goal.  Communities were actively engaged and54
empowered  with  knowledge  and  resources  on  water  management  helping  to  ensure
sustainability of activities and raise awareness on a key developmental issue.
Source: Coca-Cola (Thailand) Ltd.  (please refer footnote 107 in annex)
b) Invest in product and process innovation and transform business models
A company may develop new products and services or transform business models
to create new markets and business opportunities while addressing environmental issues.
Energy  companies  can  develop  commercially  viable  renewable  technologies  for  poor
communities, and consumer goods companies can develop more energy efficient and cost
effective products for these markets.
c) Address the challenge of sustainable consumption
Companies and business associations can be proactive in publicly addressing the
issue of unsustainable consumption patterns and be part of the necessary shift in consumer
values that must underpin the transition to more sustainable consumption.
There are several steps that the company could take to promote environmental
responsibility.  They would be the following:
• Re-define company vision, policies and strategies to include the “triple bottom
line” of sustainable development – economic prosperity, environmental quality
and social equity;
• Develop sustainability targets and indicators (economic, environmental, social);
• Establish  a  sustainable  production  and  consumption  programme  with  clear
performance  objectives  to  take  the  organization  beyond  compliance  in  the
long-term;
• Work  with  suppliers  to  improve  environmental  performance,  extending
responsibility up the product chain and down the supply chain;
• Adopt voluntary charters, codes of conduct or practice internally as well as
through sectoral and international initiatives to confirm acceptable behaviour
and performance;
• Measure, track and communicate progress in incorporating sustainability principles
into business practices, including reporting against global operating standards;
and
• Ensure transparency and unbiased dialogue with stakeholders.
In following the above steps, the existence of appropriate management systems is
crucial in helping the company to meet the organizational challenge.  Key mechanisms or
tools for the company to use would be:55
• assessment  or  audit  tools  (such  as  environmental  impact  assessment,
environmental risk assessment, technology assessment, life cycle assessment);
• management tools (such as environmental management systems and ecodesign);
and
• communication and reporting tools (such as corporate environmental reporting
and sustainability reporting).
Principle  9:    Businesses  should  encourage  the  development  and  diffusion  of
environmentally friendly technologies
Environmentally sound technologies should protect the environment, are less polluting,
use all resources in a more sustainable manner, recycle more of their wastes and products
and handle residual wastes in a more acceptable manner than the technologies for which
they were substitutes.  They include a variety of cleaner production process and pollution
prevention technologies as well as end-of-pipe and monitoring technologies.  Moreover,
they can be considered total systems including know-how, procedures, goods and services
and equipment as well as organizational and managerial procedures.  Where production
processes that do not use resources efficiently generate residues and discharge wastes,
environmentally  sound  technologies  can  be  applied  to  reduce  day-to-day  operating
inefficiencies, emissions of environmental contaminants, worker exposure to hazardous
materials and risks of technological disasters.
The key benefits of environmentally friendly technologies are the following:
• Reduce the use of raw materials leading to increased efficiency.
• Create new business opportunities and helps increase the overall competitiveness
of the company.
• They  can  be  applied  to  most  companies  with  long-term  economic  and
environmental benefits.
How  can  business  promote  the  use  and  diffusion  of  environmentally  friendly
technologies? At the basic factory site or unit level, improving technology may be achieved
by  (i)  changing  the  process  or  manufacturing  technique,  (ii)  changing  input  materials,
(iii) changes to the product and (iv) reusing materials on site.
Strategic level approaches to improving technology include the following:
• Establishing  a  corporate  or  individual  company  policy  on  the  use  of
environmentally sound technologies.
• Making information available to stakeholders that illustrates the environmental
performance and benefits of using such technologies.
• Refocusing research and development towards ‘design for sustainability’.
• Use  of  life  cycle  assessment  in  the  development  of  new  technologies  and
products.56
• Employing Environmental Technology Assessments.
• Examining investment criteria and the sourcing policy for suppliers and contractors
to ensure that tenders stipulate minimum environmental criteria.
• Cooperating with industry partners to ensure that ‘best available technology’ is
available to other organizations.
Frangipani Langkawi Resort & Spa provides a good example of a successful company
that has reinvented the hotel into a new environmentally sensitive resort with environmentally
friendly business practices in almost every aspect of the services provided to customers.
It is clear that the company garners cost advantages and has developed a unique position
in the hospitality market though its environmental profile.
Frangipani Langkawi Resort & Spa, Malaysia
The  Frangipani  Langkawi  Resort  &  Spa  is  a  Malaysian  owned  stand  alone  resort
which has won awards and recognition for its green practices.  The present owner bought
an existing 15-year old three-star hotel in 2005 and decided to upgrade it and turn it into
a  four-star,  environmentally  responsible  hotel.    He  undertook  renovation  work  with
environmental conservation objectives and principles of responsible tourism in mind.
The  principles  of  reduce,  reuse,  and  recycle  are  environmental  abatement  factors
that can contribute to the profitability of any business and it makes good business sense to
implement  such  practices.    The  environmental  abatement  measures  at  the  Frangipani
include:
• Reducing consumption of water, energy, and virgin materials;
• Sorting and recycling domestic renovation and commercial waste;
• Harvesting rainwater; and,
• Organic food production.
Actions taken to mitigate environmental degradation at the resort took many forms.
Many of the technical changes were relatively easy and resulted in cost savings.  These
included  replacing  338  40-watt  bulbs  with  8-watt  energy-saving  bulbs  in  rooms,  public
toilets,  restaurants  and  staff  quarters.    Jugs  of  water  and  glasses  are  used  instead  of
plastic bottled drinking water.  Leftover soap from guest rooms is used as cleaning agents
in toilets.  Rainwater is used for flushing toilets.  Old bathtubs are used as composting bins.
Recycled wood and tree trunks are used as signage.  Plastic, paper, glass and aluminium
cans are now all sorted for recycling.  Some types of food waste are used as feed for
poultry and fish in the farm and fish pond.  Other garden and kitchen waste is composted,
reducing  the  need  for  fertilizers.    Natural  lemongrass  is  used  as  a  mosquito  repellent.
Moreover, during the renovation of the hotel a number of innovations helped to protect the
environment.  Roofs and balcony floors were constructed with a slope to ensure better flow
of  water  to  prevent  puddling.    Grass  is  grown  on  flat  roofs  to  keep  rooms  below  cool,
resulting in less energy consumption needed for airconditioning.  In public spaces, natural
ventilation is used wherever possible.57
The hotel also uses the environment as a natural resource reducing the need for
chemicals.  Guppy fish are reared in ponds to control mosquitoes.  Coconut trunks are
used as termite traps.  Local wetland is used to further treat grey water from septic tanks
where aquatic plants like water hyacinth and water spinach absorb phosphate, ammonia
and urea from the water.
It is seen as vitally important to involve staff in efforts to be environmentally responsible
and base some rewards on environmental performance.  An important part of the approach
is also to share information about the environment and the hotel’s facilities with guests.
Educating local communities, leaders, schools and local government has also been important
as  well  as  engagement  with  the  food,  tourism  and  hospitality  industries.    This  creates
partnerships that make a difference in Langkawi specifically and the industry in general.
Implementing  environmental  conservation  practices  has  produced  financial  and
commercial benefits for the Frangipani Langkawi Resort and Spa.  Some of these benefits
have  translated  into  a  50  per  cent  savings  in  water  charges  (US$13,000  annually),
a 30 per cent savings in electricity charges (US$30,000 annually); nine tons of recyclables
recovered  in  one  year  (worth  more  than  US$1,000);  annual  savings  from  organic  food
production (US$1,500); and, 2,400 kilograms of compost produced with annual savings in
excess of US$1,500 annually.
The commercial benefits go further than simply cost savings, however.  Engaging in
environmental mitigation and conservation activities is seen as part of the brand and reputation
of the resort, leading to its competitive advantage, better customer retention, trust from the
local community and better relationship with a range of stakeholders.  More broadly, the
conservation activities have brought about a better awareness of environmental issues and
benefits among employees, customers, business partners, communities and local government.
Source: Frangipani Langkawi Resort & Spa (please refer to footnote 107 in annex)
Another example comes from City Developments Limited (CDL).  It views its role
as more than just a builder of living spaces, but also a developer of lives and communities.
It believes that a successful corporation is not founded on business achievements, but
also on the positive role it can play in the community and the contributions it can make
towards environmental sustainability.  It has become the only developer in Singapore to be
conferred the Green Mark Champion Award by the Building and Construction Authority in
recognition of its industry captaincy in sustainable development in 2008.  CDL is a good
case to illustrate how a company can successfully develop eco-innovation and incorporate
it into Singapore’s first Eco-Condominium.  CDL has also been able to effectively integrate
new systems and technologies into suppliers, contractors, and consultants along its supply
chains.58
City Developments Limited (CDL), Singapore
CDL is a listed international property and hotel conglomerate involved in real estate
development and investment, hotel ownership and management, and facilities management,
as well as the provision of hospitality solutions.  As a property pioneer in Singapore, CDL
has over 22,000 homes.  It is also one of the biggest landlords in Singapore with over four
million square feet of leasable office, industrial, retail and residential space.  CSR vision of
CDL is “to be a responsible corporate citizen that believes in creating value for stakeholders,
conducting  sustainable  business  practices,  caring  for  the  community  and  protecting  the
environment”.    In  addition,  CDL  has  been  highly  committed  to  actively  influencing  its
stakeholders on environmental responsibility via diverse and sustainable initiatives.  In so
doing, it recognizes the role it plays in promoting environmental responsibility both within
and outside the business.
CDL has adopted a three-pronged holistic life cycle approach as part of its corporate
green  strategy  to  develop  quality  and  environmentally-sustainable  properties,  manage
properties in a  cost efficient and energy-efficient way, and influence  its stakeholders on
environmental conservation.  It is committed to developing green properties and invests
between two per cent and five per cent of the construction costs of its development to
green  design  and  technological  enhancements.    The  returns  for  these  investments  are
reflected  in  the  reduced  use  of  natural  resources,  financial  savings  for  the  developer,
homebuyers and tenants, and the potential to enhance the capital value of the development.
CDL has been at the forefront of incorporating eco-innovation into its developments.  It
developed Singapore’s first Eco-Condominium, Savannah CondoPark, in 2002, as a prototype
of green development, and incorporated features such as:
• photovoltaic panels to power lights and water-heaters in the club house;
• a pneumatic waste disposal system for odourless and vector-free collection of
domestic waste;
• carbon monoxide sensors for the car park to activate the ventilation fans;
• green landscape features such as an ecological pond, transplanted trees and
a green retaining wall;
• designated recycling systems; and,
• energy-saving light fittings and air-conditioning systems.
Since then, the incorporation of many of these green features, along with other green
innovations, has become standard in all CDL’s new residential projects.  In addition, CDP
recognizes that the effective diffusion of environmental technology is also dependent on
having effective management in systems in place and encouraging improved environmental
performance along supply chains.  In 2003, CDL was the first private property developer in
Singapore to be awarded the environmental management system standard, ISO 14001, for
property development and project management.
To help encourage suppliers and consultants to share the same level of commitment
and performance, the CDL Projects Division established the CDL five-Star EHS Assessment
System for all CDL construction sites.  Moreover, all contractors must undergo quarterly
inspections and audits conducted by an independent auditor who appraises and grades the59
contractors.  After each audit, CDL facilitates peer learning and information sharing between
all contractors and consultants to encourage better results in the next review.  CDL has also
successfully influenced its consultants and contractors to change their work processes and
become more eco-conscious.  With CDL’s encouragement and support, more than 50 per
cent of its key consultants have voluntarily obtained their ISO 14001 certifications.  The
supplier  audits  have  led  to  significantly  improved  environmental  improvement  over  the
years.
The development of environmentally friendly technologies and the implementation of
systems  to  support  the  company  has  added  value  to  the  business.   There  is  a  strong
business case for embracing green developments and technologies.  CDL recognized that
it needed to act in a voluntary and proactive way to stay ahead of inevitable regulatory
changes.    Mitigating  potential  business  risks  and  seizing  the  opportunity  to  create  an
innovative green product ended up being a win-win for the company, the customer, the
environment and society in general.
Source: City Developments Limited (please refer to footnote 107 in annex)
5.  Anti-corruption
Principle 10:  Businesses should work against corruption in all its forms, including
extortion and bribery
Corruption can take many forms that vary in degree from the minor use of influence
to  institutionalized  bribery.    Transparency  International’s  definition  of  corruption  is  “the
abuse of entrusted power for private gain”.  This can mean not only financial gain but also
non-financial advantages.  Corruption is now recognized to be a major hindrance to sustainable
development, with a disproportionate impact on poor communities and is corrosive on the
very fabric of society.  The impact on the private sector is also considerable – it impedes
business growth, distorts competition and represents serious risks.  Corruption is also very
costly for business, with the extra financial burden to the costs of doing business in many
parts of the world.  There is now clear evidence that in many countries corruption adds
upwards of 10 per cent to the cost of doing business and that corruption adds as much as
25 per cent to the cost of public procurement.  This undermines business performance and
diverts public resources from legitimate sustainable development.
Regardless of what form a corrupt transaction may take, there are obvious legal
risks involved.  Not only are most forms of corruption illegal where it occurs, but also it is
increasingly becoming illegal in a company’s home country to engage in corrupt practices
in another country.  In developing countries and emerging markets, where the opportunity
for corruption has been rife because of weak law and regulation, corruption has become
an issue of significant political importance and there is growing determination to act and to
take those accused of corrupt practices to court.  In addition, companies whose policies
and practices fail to meet high ethical standards, or that take a relaxed attitude to compliance
with  laws,  are  exposed  to  serious  reputational  risks.    It  is  of  critical  importance  for60
a company to be able to quickly quash any unfounded allegations by demonstrating that it
acts  in  a  transparent  manner  and  has  in  place  policies  and  procedures  designed  to
prevent corruption.
Corruption also erodes staff morale.  If a company engages in or tolerates corrupt
practice, it will soon be widely known, both internally and externally.  Unethical behaviour
erodes staff loyalty to the company and it can be difficult for staff to see why high standards
should be applied within a company when it does not apply in the company’s external
relations.  Internal trust and confidence is then eroded.
The rapid development of rules of corporate governance around the world is also
prompting companies to focus on anti-corruption measures as part of their mechanisms to
protect their reputations and the interests of their shareholders.  Their internal controls are
increasingly  being  extended  to  a  range  of  ethics  and  integrity  issues  and  a  growing
number of investment managers are looking to these controls as evidence that the companies
undertake good business practice and are well managed.
The adoption of the tenth principle commits businesses not only to avoid bribery,
extortion and other forms of corruption, but also to develop policies and concrete programmes
to address corruption.  The Global Compact suggests businesses to consider the following
three elements when fighting corruption and implementing the tenth principle:
• Internal:    As  a  first  and  basic  step,  introduce  anti-corruption  policies  and
programmes within their organizations and their business operations;
• External:  Report on the work against corruption in the annual Communication
on Progress; and share experiences and best practices through the submission
of examples and case stories;
• Collective:  Join forces with industry peers and with other stakeholders.
China Development Bank (CDB) is a very successful case of a business that works
on both its internal systems as well as in cooperation with external agencies and other
stakeholders in preventing business corruption.
China Development Bank (CDB), China
Since its inception in 1994, CDB has continually supported the development of China’
s infrastructure and its industries.  The Bank’s main business development and lending
targets include:  electricity, roads, railways, petroleum and petrochemicals, coal, post and
telecommunications, agriculture, forestry and water conservation, and public infrastructure.
CDB recognizes that corruption is a major risk for its business operations and recognizes
its role in developing systems that can tackle extortion, bribery and other forms of corrupt
activity in the financial services sector.  Due to its large presence in China, CDB felt it
should  take  responsibility  in  combating  corruption,  a  universal  challenge  confronted  by
every company, and to lead by example.  Four parallel inspection lines make up a supervision
system in preventing corruption:61
• on-site inspection to oversee breaches;
• off-site supervision to monitor staff integrity and self-discipline;
• a Department of Compliance responsible for the observance and compliance of
laws and regulations; and,
• supervision by external agencies and the general public.
CDB’s anti-corruption system is composed of more than ten anti-corruption mechanisms.
The system has strict requirements on staff integrity and self-discipline, professional ethics,
and prevention of conflict of interests for all staff in their work and business activities.  A
risk-spot supervision system, which is a series of policy documents supervising the processes
to identify risks, works in conjunction with the anti-corruption system.  These policies clearly
define corruption risks related to authority in four areas, namely loan management, financial
operations management, personnel management, and procurement.  The policies list in
detail the risk responsibilities of all these posts according to business flow.
CDB  formed  joint  supervision  systems  and  mechanisms  with  local  supervision
departments, business departments of CDB, and various external agencies.  It transformed
the government supervision function into an external supervision mechanism of CDB to
promote its business development, strengthened its own internal capacity and improved the
risk control mechanism.  The joint supervision system became the first of its kind within
China’s financial sector to introduce external supervision of its own initiatives.  In 2007, all
branches of CDB implemented the joint supervision system.
To  counter  money  laundering,  CDB  established  a  working  agency  specifically  for
anti-money  laundering  and  set  up  specialized  offices  at  its  headquarters  and  branches
headed by bank leaders.  Following supervision requirements, it developed the transaction
monitoring  system,  drafted  relevant  operation  manuals,  and  issued  a  series  of  account
management documents to ensure the corruption prevention systems are followed closely
and understood by all staff members of the bank.  CDB achieved 100 per cent participation
in employee training.
In addition to having internal and external mechanisms to fight corruption, CDB also
works with other stakeholders in a collective approach to fight corruption.  In 2006, CDB
established  a  social  supervision  system  to  openly  handle  various  complaints  from  the
public regarding the safety of its credit assets.  This system also served as another line of
defence  against  risks.    It  also  reflected  its  attitude  to  be  responsible  for  the  state  and
society at large while demonstrating its concepts of transparency.  According to CDB, these
actions received a positive social response.  The following year, a two-tier complaint system
was established opening the system up in order to expand the bank’s capacity to handle
public complaints, while also guaranteeing the right to information of the public.
Establishing the various corruption prevention systems was not only crucial to the
bank  internally,  but  served  as  a  benefit  to  the  public  as  well.    The  success  of  CDB’s
corruption prevention systems has gained recognition.  Government officials have praised
the system and Chen Yuan, the Chairman of CDB, was invited to join the anti-corruption
working group of the United Nations Global Compact.  According to CDB, the bank has
taken a leading role in advocating the fight against corruption.
Source: China Development Bank (please refer to footnote 107 in annex)62
6.  Conclusion
Many businesses realize that local environmental degradation, global climate change,
poor labour standards, inadequate health and education systems, and many other social
ills can add directly to the costs and risks of doing business domestically and globally.
They can increase operating costs, raw material costs, hiring, training and other personnel
costs,  security  costs,  insurance  costs  and  the  cost  of  capital.    They  can  create  both
short-term and long-term financial risks, market risks, litigation risks and reputation risks.
Companies  that  understand  and  address  these  challenges  can  improve  their  risk  and
reputation management, reduce their costs, improve their resource efficiency and enhance
their productivity.
While governments must carry primary responsibility for achieving the well-being
qualifications of a country, it is increasingly in the interest of business to play a proactive
role  in  the  solution  rather  than  be  a  part  of  the  problem.    Productive  and  competitive
companies strongly believe that they will benefit from the existence of open, rule-based,
predictable and non-discriminatory trading and financial systems, and a non-corrupt and
well-governed economy.  Over the past decade, many companies in Asia have thus become
more aware that a failure to encompass economic, social and environmental responsibilities
into  their  business  practice  is  likely  to  undermine  their  business  success  at  both  the
national  and  international  level.    Businesses  become  more  engaged  in  many  areas  of
national development and have a growing stake in the future progress of their country.
The  United  Nations  Global  Compact  offers  principles  and  guidelines  for  business  in
undertaking these responsibilities.  The next chapter will move from ‘talk’ to ‘action’ and
introduce ways businesses can practically integrate CSR into their strategies and practices.